











The Causal Relationships between Stock Returns and




This paper examines the causalities in mean and variance between stock returns and output growth 
in India. The analysis in this paper applies the cross-correlation function (CCF) approach from Cheung 
and Ng (1996), and uses monthly data from January 2003 to December 2010. Empirical results showed 
that there are bi-directional causalities both in mean and variance between these two variables in India, 
suggesting that real activity affects stock movement and that the stock market becomes a leading 
economic indicator.
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